May 2000

CB- 00- 07

SUMVARY: This letter provides informati on about an Addendumto the Nationa
Direct Student Loan (NDSL) and Federal Perkins Loan Program Promni ssory Notes
to reflect the 1998 Anmendnents to the Hi gher Education Act.

FEDERAL STUDENT FI NANCI AL Al D HANDBOOK REFERENCE: This letter suppl enents the
information contained in Part 2 of the Canpus-Based Program Section of the 1999-
2000 Student Financial Aid Handbook

Dear Partner:

Encl osed pl ease find an Addendumto the NDSL and Federal Perkins Loan Program
prom ssory notes that reflects the changes made to the Federal Perkins Loan
Program by the Hi gher Education Amendnments of 1998 (the 1998 Anmendnents). The
Addendumis intended for immediate use in conjunction with the existing NDSL and
Federal Perkins Loan prom ssory notes contained in Dear Colleague letters CB-93-
9 and CB-96-8 and nust be used w thout any changes by all institutions.

Final regulations incorporating the changes to the Federal Perkins Loan Program
resulting fromthe 1998 Amendnents were published on October 28, 1999. As noted
in the preanble to the final regulations, the prom ssory notes contained in CB-
93-9 and CB-96-8 are legally valid docunments. The absence of the Addendum or a
new pronissory note did not negate a school’s responsibility to conply with the
program changes resulting fromthe 1998 Arendnents, nor did the |ack of an
Addendum or new note affect a borrower’s entitlement to these benefits.

Until the Departnent of Education (the Departnent) devel ops and distributes new
prom ssory notes that include these provisions, schools nust provide a copy of
the attached addendumwi th a copy of the pronmissory note for all |oans nade on
or after August 1, 2000. For Perkins Loans or NDSLs nmade on or after COctober 7,
1998 until August 1, 2000, schools should provide a copy of the Addendumto al
borrowers in order to informborrowers of the new borrower benefits. The
Departnment is not prescribing to schools the timng or nethod for providing the
Addendumto this group of borrowers. Schools may w sh to consider nmailing the
Addendum distributing it during exit interviews, inserting it in billing

noti ces for those borrowers already entering repaynent, or other nethods.

If you have any questions regarding the Addendumto the NDSL and Federal PerKkins
Loan Program promi ssory notes, please contact Vanessa Freeman at (202)708-8242
or Vanessa_Freeman@d. gov Brian Smith at (202)708-8242 or Brian_Sm th@d. gov.

Si ncerely,

Jeff Baker

Di vi sion Director

Program Devel opnent Di vi si on

O fice of Student Financial Assistance

Encl osur es



The Hi gher Education Anendnents of 1998, signed into | aw on Cctober 7, 1998,
changed the terms of Federal Perkins Loans and National Direct Student Loans
aut hori zed under Part E of the Hi gher Education Act of 1965.

YOU ARE RECEI VI NG A LOAN THAT MJUST BE REPAI D

CHANGES AFFECTI NG FEDERAL PERKI NS LOANS AND
NATI ONAL DI RECT STUDENT LOANS ( NDSLs)

GRACE PERI ODS

For the purpose of establishing the beginning of your repaynent period if you
are a National Direct Student Loan (NDSL) or a Federal Perkins Loan borrower,
the six nonth initial grace period for NDSLs and the nine nonth initial grace
peri od for Federal Perkins Loans excludes any period during which you are a
menber of a reserve conponent of the Arnmed Forces naned in section 10101 of
Title 10, United States Code, and you are called or ordered to active duty for a
peri od of nore than 30 days. Any single period excluded fromyour grace period
may not exceed three years and includes the tinme necessary for you to resune
enrol Il nent at the next available regular enrollnent period. You nust notify the
school that made your | oan of the beginning and endi ng dates of your service,
and the date you resune enrollnent. If you have an NDSL or Federal Perkins Loan
and are in your initial grace period when called or ordered to active duty, you
are entitled to a new six or nine nonth initial grace period upon conpletion of
t he excl uded peri od.

CLOSED SCHOOL DI SCHARGE

If you received an NDSL or Federal Perkins Loan on or after January 1, 1986, the
hol der of your loan is authorized, under certain conditions, to discharge your
total liability, including refunding any anbunts you have already paid on the
loan, if you were unable to conplete the programin which you were enroll ed due
to the closure of the institution.

LOAN REHABI LI TATI ON

If you default on your NDSL or Federal Perkins Loan, you may rehabilitate your
defaulted | oan by requesting the rehabilitation and by meki ng an on-ti e,

nmont hly paynent, as determned by the | oan hol der, each nmonth for twelve
consecutive nmonths. |If you successfully rehabilitate your defaulted NDSL or

Federal Perkins Loan, you will again be subject to the ternms and conditions and
qualify for the benefits and privileges of your original prom ssory note and the
default will be renoved fromyour credit history. You can rehabilitate a

defaul ted NDSL or Federal Perkins Loan only once.

STUDENT LOAN OVBUDSMAN:

If you dispute the terns of your NDSL or Federal Perkins Loan in witing and the
hol der of your loan is unable to resolve the dispute, you may seek the

assi stance of the Departnment of Education’s Student Loan Orbudsman. The Student
Loan Orbudsman will review and attenpt to informally resol ve your dispute and
may be reached at 1-877-557-2575.



CHANGES AFFECTI NG NATI ONAL DI RECT STUDENT LQANS
( NDSLs)

CANCELLATI ON FOR VOLUNTEER SERVI CE

Upon meki ng a properly docurmented request to the hol der of your |oan, you are
entitled to have up to 70% of the original principal |oan anount of your NDSL
cancel ed for qualifying service perforned after you receive the loan as a

vol unt eer under The Peace Corps Act or a volunteer under The Donestic Vol unteer
Service Act of 1973 (ACTI ON programns).

For each conplete year of service under the Vol unteer Service Cancellation
provi sion, a portion of your loan will be canceled at the rate of 15% of the
original principal |oan anbunt for the first and second 12-nonth period of
service and 20% of the original principal |oan amount for the third and fourth
12-nmont h period of service



